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CHAPTER 8

MUTUAL LOGISTICS SUPPORT BETWEEN THE UNITED STATES AND
GOVERNMENTS OF ELIGIBLE COUNTRIES AND
NATO SUBSIDIARY BODIES

0801 OVERVIEW

080101. Purpose.This chapter provides procedures for transactieighbursable
procedures under the authority Dtle 10, United States Code, Chapter 1@8ovidespricing
guidance forthose transactions, and provides instructionsdfsposition of proceeds fauch
reimbursable transactions.

080102. Overview. Title 10, United States Code, Chapter 138 authorizes the use of
support agreements for certain mutual logistissipport among the UnitedStates and
governments obther NorthAtlantic Treaty Organization (NATO) countries, NATSbsidiary
bodies, other eligible foreign countriesthe United Nations Organization, arahy regional
international organization afhich the UnitedStates is anember. Section 2341 authorizes the
procurement of logisticsupport,supplies, and services from a foreign country. Section 2342
authorizes thesale to or exchange of logistissipport,supplies, and services with a foreign
country or international organization. Secti@B44, asamended bythe National Defense
Authorization Act forfiscal years 1990 and991, authorizefogistics exchanges to be of equal
value. Beforethat amendment, section 2344 required exchanges to be of an identical or
substantially identicahature. Thespecific guidance othe use of these authorities is contained in
DoD Directive 2010.9, “Mutual LogisticsSupport Between th®nited Statesand Governments
of Eligible Countries and NATO Subsidiary Bodies.”

0802 POLICY AND PROCEDURES

080201. Liguidation of Credits andliabilities. Compensation for thacquisition or
transfer of supplies (materiel) and servigmll beobtained through either of thiellowing
methods:

A. Reimbursement. Paymeiffior supplies (materiel) and services in the
currency of the supplying nation.

B. Exchange. Replacement of supplies (materiel) or services with supplies or
services of equal value. Equal valughs actual or estimated price at timae of transaction
approval. Equal value transactiostzall becertified bythe officials delegated such authority by
the Secretaries of the Military Departments.

080202. Methods of Liquidation of Accrued Credits and Liabilities
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A. Reimbursable Transactions. Agreemesiisered into by the U.S. Forces
shall stipulate the liquidation of outstanding accounts receivable or acpayatie on a monthly
basis. Bills shall beaccompanied by necessary supporting documentation and paid 3fotays
the date prepared.

B. Exchange Transactions. Exchange transactibal besettled through the
issue or receipt, as applicable, of replacement supplies or services within 12 montlwiginiie
transaction. Ifnot settledwithin this period, theexchange transactioshall beconverted to a
reimbursabletransaction, and theesulting accountseceivable oraccountspayable shall be
liquidated in accordance with paragraph 080202.A., above.

080203. Inventories aBupplies. Inventories of suppliésr elements othe U.S.
Forcesmay not beincreased for the purpose of transferrsupplies undethe authority ofTitle
10, United States Code, Chapter 138 and DoD Directive 2010.9.

080204. Obligation andEarnedReimbursement Limitations.The obligations and
earned reimbursemerimitation set forth below shall befollowed during normal peacetime
periods. These ceilings do not apply during periods of active hostilit@lsing the U.S. Forces.
These limitationslikewise do not apply to exchangdransactions unlessonverted into a
reimbursable transaction due to nonreplacement.

A. Obligation Limitations

1. For NATO countries, NATGQubsidiary bodies, or frotte United
Nations Organization oany regional internationarganization ofwhich the UnitedStates is a
member, duringany fiscalyear, the amount to be obligated by the Departmemedénse for
reimbursabletransactions (purchasesyay not exceed $200million. Of the $200 million
limitation, nomore than $5nillion in obligationsshall beincurred for theacquisition of supplies
(materiel) other than petroleum, oil, and lubricants (POL).

2. For participating non-NATO countries, théotal amount of
reimbursable liabilities (purchases) that the United Statgsaccrue (before computing offsetting
balances) with each countmyay not exceed $60million in any fiscalyear. No more than $20
million in liabilities shall be accrued in any fiscal year for supplies (materiel) other than POL.

B. Earned Reimbursement Limitation

1. For NATO countries, NATGubsidiary bodies, or frotte United
Nations Organization oany regional internationarganization ofwhich the UnitedStates is a
member, earned reimbursement (sales) accrualsdiaeimbursabléransactionsnay not exceed
$150 million during any fiscal year.

2. For participating non-NATO countries, thetal reimbursable
credits (sales)hat theUnited Statesmay accrue, under the authority ditle 10, United States
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Code, Chapter 138, from each country (befooenputing offsetting balances)ay not exceed
$75 million in any fiscal year.

080205. Requests for Authorization to Usenitations. Each organizatiorthat
intends to enter into reimbursable purchases or sales under the authoitiy bd, United States
Code, Chapter 138hallrequest authorization. Requestsall beaccompanied by justification,
including aprioritization of requirements. The requestwall besubmitted to the cognizant
Unified Combatant Commanthrough the requesting organization’s appropriate Component
command. The authorizations dwmt increasethe amount ofobligational or apportioned
anticipated reimbursabkuthority, but ratheallow use ofexistingbudget authority to enter into
purchases or sales undle authority ofTitle 10, United States Code, Chapter 138. Requests
shall identify the categories of support as identified in Table 21-1.

CATEGORIES OF SUPPORT
Category of Support Requested Authorization
Earned
Obligations Reimbursements
(Purchases) (Sales)
POL $ $
Other Materiel
Maintenance
Services
TOTAL $ $
Table 8-1
080206. Waiver During Contingency dlon-Combat Operations. When the U.S.

Forces arenvolved in a contingencgperation or non-combat operatincluding anoperation
in support of theprovisions of humanitarian or foreign disaster assistance @upport of
peacekeeping operations under Chapters WiIbrof the Charter of thdJnited Nations), the
restrictions in subsections 080204 and 080205wawed for purposes and duration dhat
operation.

080207. Issuance of the Authorization. The cognizbmified Combatant
Command shalteview and approvesquests for authorization. If the total amount requested by
all Component commands exceeds established limitatitwes,cognizantUnified Combatant
Command shall review the justifications and make appropriate reductions to requested amounts as
needed. Each cognizadhified Combatant Commanshall advisehe Military Departments of
authorizations distributed.
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080208. Distribution of AuthorizatioReceived. Upon receipt of an authorization
from a Unified Combatant Command, Component commeastal authorize their activities to
enter into reimbursable transactions under Title 10, United States Code, Chapter 188ivityo
or unit shallenter into such transactionsless they have been provided an authorization.
Recipients of an authorizaticaall establisiprocedures to ensure that authoridetlar amounts
are not exceeded.

080209. Other Requirements

A. Detailed reports arerequired for transactions conducted under Title 10,
United States Code, Chapter 138. Trifermation requirementare found in Chapter 8Special
Reports,” Volume 6, of this Regulation.

B. Forms used to document tissue or receipt of supplies and services under
authority of Title10, United States Code, Chapter 138, aubject to a bilateral or multinational
agreement. However, thekgms must meethe minimum information requirementset forth in
chapter 8, “Special Reports,” Volume 6, of this Regulation.

C. Any accounting statiorreceiving an authorization to incur obligations
pursuant to the authority of Title 10, United States Code, Chapter 138&sthblish a subsystem
to the nomal appropriation or fund accounting system dapture data on the use tfis
authority. Similarly, receipt of the earnesimbursement authority requirtdee establishment of a
customer ordesubsystem tacapture data on the use sfich authority. Source documents
pertaining tothe authorized dollar amount and its use, suclokdigations(DoD undelivered
orders formateriel or services andccrued expenditures based on receipt ofntlageriel or
servicesordered),disbursements (liquidation of unpaid accrued expendituaespuntspayable
(the unpaidportion of accrued expenditures), accoumtseivable(earned reimbursements), and
collections (receipt ghayment to liquidataccountgeceivable) shall beecordedporomptly in the
subsystem records.

D. Control overexchange transactiorshall be establishednd maintained
through use of aexchange transaction histofife. Input to thehistory file shall bemade by
submission of eacimdividual transaction fornwhich includeghe minimuminformation required
by chapter 8, “Special Reports,” Volume 6, of this Regulation.

080210. Pricing Reimbursable Transactions. Titk, United States Code, Chapter
138, authorizeswo methods forpricing reimbursabldransactions. The method to be used
depends on whether a reciprocal pricing agreement exists. Ryrciogdures under each of the
alternatives are set forth below.

A. Reciprocal Pricing Principles. Whenreciprocal pricing agreement has
been signed byhe UnitedStatesand another participating countrgricing by the supplying
country shall be in accordance with the following:
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1. Fornew procurements, the price charged t@@pient country by
the supplying country should be no less favorable thithat charged thearmed forces of the
supplying country by itscontractors. Theprice chargedshall allow for differentials due to
delivery schedules, points of delivery, and other similar considerations.

2. For supplies from inventories ofhe supplying country, or for
logistics supportand government services, tsame priceshall becharged by thesupplying
government as it charges its own armed forcesidentical supplies or services. When the
Department of Defense ke supplier, the price chargelall be identical toates charged by the
DoD Components for cross-Service logistics support or services.

B. Nonreciprocal PricingPrinciples. Tothe extent that a Dol@omponent
cannotachieve mutual acceptance égother country of reciprocakicing principles, or in the
case of a NATO subsidiary body, the following procedures shall apply:

1. U.S. commanders delegated authority to negotiate agreements
pursuant to section BoD Directive 2010.9,shalldeterminethat theprice foracquiring supplies
or services is fair and reasonable. This determinatail besupported by @rice analysis based
on prior experience and supportim@ta and considerall applicablecircumstances. If this
determination cannot be made, no acquisitions shall take place.

2. Anytransfer of supplies or services byS. Forcesshall besubject to
the pricing provisions of Volume 15 of this Regulation.

C. NATO Subsidiary Bodies. The pricingprinciplesset forth in paragraph
080209.B., above, alszhall apply toagreements with NAT@Qubsidiary bodiefor the purchase
or sale of supplies and services.

080211. Disposition of Proceeds. Any paymeninfiateriel or services provided by
U.S. Forceaandinitially recorded as aale transactiorshall becredited to the appropriation or
fund currentlyavailablefor the samepurposes fowvhich the expenditures were made, regardless
of whether thepayment is received ithe fiscal year of sale or subsequdisical year. Payment
for a transaction initially recorded as an exchange of materiel or services, but convertesdi@to a
transaction due to nonreceipt of replacemerdterial or servicesshall be credited to the
appropriation or fund currentlgvailablefor the samepurposes fowhich the expenditures were
made, regardless of whether theeyment is received ithe fiscal year of sale or subsequdistcal
year.
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